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CITY OF MORGAN HILL 
JOINT REGULAR CITY COUNCIL AND 

REGULAR REDEVELOPMENT AGENCY MEETING 
MINUTES – SEPTEMBER 27, 2006 

 
CALL TO ORDER 
 
Mayor/Chairman Kennedy called the meeting to order at 7:00 p.m. 
 
ROLL CALL ATTENDANCE 
 
Present: Council/Agency Members Carr, Grzan, Tate and Mayor/Chairman Kennedy 
Absent: Council/Agency Member Sellers 
 
DECLARATION OF POSTING OF AGENDA 
 
City Clerk/Agency Secretary Torrez certified that the meeting’s agenda was duly noticed and posted in 
accordance with Government Code Section 54954.2. 
 
SILENT INVOCATION 
 
PLEDGE OF ALLEGIANCE 
 
CITY COUNCIL REPORT 
 
Council Member Sellers report was deferred to a future meeting. 
 
CITY MANAGER REPORT 
 
City Manager Tewes stated that he did not have a report to present this evening.  
 
CITY ATTORNEY REPORT 
 
City Attorney Kern indicated that she did not have a report to present this evening. 
 
PUBLIC COMMENT 
 
Mayor/Chairman Kennedy opened the floor to public comments for items not appearing on this 
evening’s agenda. 
 
Dan Ehrler thanked the City for its partnership and assistance with the Taste of Morgan Hill event; 
specifically recognized were Public Works Director Ashcraft and his staff: Deputy Director of Public 
Works Struve; Ann Beale, Maintenance Supervisor; Ron Cermento, Senior Maintenance Worker; Juan 
Pacheco, Senior Parks Works; Rudy Zamarron, Maintenance Worker; Ernie Wilson, Maintenance 
Worker; Ignacio Garza, Bob Amaya, Sr. Utility Worker, and David Gomes; Chief of Police Cumming, 
Sergeant Swing, Police Explorers; David Cohen, Community Law Enforcement Foundation; and all the 
other volunteers who assisted with this event. He stated that this event could not take place without the 
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assistance of volunteers.  He said that one of the most challenging aspects of the weekend was Saturday 
morning in assisting vendors’ access to the Taste of Morgan Hill event. He further acknowledged City 
Manager Tewes for his assistance as well as Tim Hendricks and Brian Sullivan from the Chamber of 
Commerce, Alex Kennett, Ted Fox, and Steve and his wife.  He thanked the City of Morgan Hill for the 
assistance given. He stated that the local restaurants and caterers took a chance and did well at the event.   
 
No further comments were offered. 
 
City Council Action 
 
CONSENT CALENDAR: 
 
Council Member Tate requested that item 2 be removed from the Consent Calendar. 
 
Action: On a motion by Council Member Carr and seconded by Council Member Tate, the City 

Council, on a 4-0 vote with Council Member Sellers absent, Approved Consent Calendar 
Items 1, 3 and 4 as follows: 

 
1. AUGUST 2006 FINANCE AND INVESTMENT REPORT – CITY 
 Action:  Accepted and Filed Report. 
 
3. PERFORMANCE MEASURE UPDATE – FOURTH QUARTER FISCAL YEAR 2005-

2006 
 Action:  Received and Filed Report. 
 
4. REJECTION OF BIDS FOR THE HILL ROAD, GALLANT FOX WAY, THOMAS 

GRADE AND OAK LEAF COURT SEWER REHABILITATION PROJECT 
 Action:  1) Rejected the Bid Received on September 19, 2006 for the Construction of the Hill 

Road, Gallant Fox Way, Thomas Grade and Oak Leaf Court Sewer Rehabilitation Project; and 
2) Authorized Staff to Re-Bid the Project.  

 
2. AWARD OF CONTRACT FOR THE COMMUNITY PARK IMPROVEMENTS 

PROJECT PHASE I 
  
Council Member Tate expressed concern with the award of contract for Community Park Improvements 
Project Phase I.  He said that this is a project that has been in planning for many years. He indicated that 
the Parks & Recreation Commission has worked on the Park Master Plan, and that this project evolved 
to be Phase I of the Master Plan. In reading the staff report, he noted the City is at the final 
implementation with the award of contract.  He noticed that Phase I includes expansion of the tennis 
courts from 4 to 8 courts. When the Council initiated the review of the Park Master Plan, there were a lot 
of tennis advocates appearing before the Council and that the courts were a big part to what was felt to 
be an important element of Phase I.  However, he felt that sports like racket ball, tennis, etc., appear to 
be minimal. He inquired whether the City should be moving forward with 4 additional tennis courts at 
this time, and whether there was an opportunity to postpone this part of the contract. It was his belief 
that should the demand for courts pick up at a later date, the additional tennis courts could be added. 
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Mayor Kennedy indicated that the City Manager is looking at a source of funding; noting that funding 
for this project is included in the Capital Improvement Project (CIP) budget. The funds are being 
generated from impact fees and park development funds. 
 
City Manager Tewes stated that the source of funding was an issue before the Council approximately 3-
4 months ago when staff brought to the Council’s attention the scope of the project such that it was only 
being financed by Park Impact Fee funds. Staff brought forth a financing strategy to the Council to 
which the Council approved the sources of funding; including parks maintenance funds. Based on the 
Council’s approval of the financing plan, at that time, staff provided the Council with the schedule for 
bidding and construction.  He stated that staff is before the Council this evening with a recommendation 
to award the project. 
 
Council Member Carr indicated that it was his understanding that there is a demand for the additional 
tennis courts. Further, it was his understanding that there is a large tennis group that plays in other 
communities because Morgan Hill’s facilities are inadequate. He said that it may appear the demand 
does not exist today, but that with improved facilities, residents would return to use Morgan’s Hill 
facilities.  
 
Mayor Kennedy said that he has heard the same comments made by several individuals in the 
community. He said that tennis players do not have a sufficient facility in Morgan Hill to host a 
tournament or have league play as the existing four courts are not enough to accommodate these needs. 
The additional tennis courts would allow tournaments and league play in Morgan Hill. He felt that phase 
I would reinforce the Centennial Recreation Center; providing a good synergism for both facilities. 
  
Mayor Pro Tempore Grzan stated that he understood Council Member Tate’s concerns, but that it was 
his belief that 8 courts was the right number of courts that would allow tournament play and use by 
community residents. 
 
Mayor Kennedy opened the floor to public comment.  No comments were offered.   
 
Action: On a motion by Council Member Carr and seconded by Council Member Grzan, the City 

Council, on a 4-0 vote with Council Member Sellers absent:  1) Awarded Contract to 
Perma-Green Hydroseeding, Inc. for the Construction of the Community Park 
Improvements Project Phase I in the Amount of $1,511,933; and 2) Authorized 
Expenditure of Construction Contingency Funds not to Exceed $75,000. 

 
Redevelopment Agency Action 
 
CONSENT CALENDAR: 
 
Action: On a motion by Agency Member Carr and seconded by Agency Member Tate, the 

Redevelopment Agency Board, on a 4-0 vote with Agency Member Sellers absent, 
Approved Consent Calendar Item 5 as follows: 
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5. AUGUST 2006 FINANCE AND INVESTMENT REPORT – RDA 
 Action:  Received and Filed Report. 
 
City Council Action 
 
OTHER BUSINESS: 
 
6. AQUATIC CENTER LANE RENTAL RATES AND MORGAN HILL SWIM   
 CLUB REPAYMENT PLAN 
 
Director of Recreation and Community Services Rymer addressed the Swim Club’s proposal, discussed 
the fiscal impacts associated with the proposal, and staff recommended action.  He informed the Council 
that the Morgan Hill Swim Club has been in existence for over 40-years and that the Swim Club has 
utilized the Aquatics Center since it opened in 2004.  He indicated that the Morgan Hill Aquatics 
Foundation’s current purpose is to facilitate year round operations of the Aquatics Center by assisting 
the swim clubs with lane rental payments. He stated that the Foundation has not provided direct 
assistance to the Swim Club since the end of 2005. He informed the Council that the preliminary 
numbers for next year show that there will be a cost recovery rate in the amount of approximately 75% 
at the Aquatics Center. In March 2006, the Swim Club provided a letter to City staff indicating that they 
were financially unable to pay the lane rental rates.  He indicated that he and the aquatics recreation 
supervisor met with Swim Club representatives to discuss the situation, and try to understand some of 
the factors impacting them.   
 
Mr. Rymer informed the Swim Club that staff would follow up with them after bringing this issue 
forward to the Public Safety & Community Services Committee. After meeting with the Committee, the 
Committee recommended the City allow the Swim Club use of the facility through the summer to 
rebuild their program. He informed the Council that staff wrote a letter to the Swim Club, at the end of 
the summer, indicating that there was a significant balance due for swim meets and lane rentals, and that 
if full payment was not received by the end of August, their access to the Aquatics Center would be 
terminated. Staff received follow-up calls from the Swim Club at that point as they had not heard back 
from the City and were caught off guard by the magnitude of the letter they received. He indicated that 
staff met with the Swim Club, and that on August 16, staff took this item back to the Committee to 
discuss the issue. The Committee spent a lot of time trying to understand the Swim Club’s position.  The 
Committee asked the Swim Club to further work with City staff, and to return in September with a 
definitive plan for their consideration. Further, that the City grant a one month extension on the use of 
the Aquatics Center by the Swim Club because of their good faith efforts.   
 
Mr. Rymer informed the Council that on September 11, 2006, the Swim Club delivered formal proposals 
for City consideration as follows:  1) requested the City revise the monthly lane rental rates to a tiered 
system to be based on membership numbers; 2) the City to revise/reduce the swim meet rental rate from 
$2,000-2,500 per day to $1,000 per day; and 3) consideration of a repayment plan.  He indicated that 
staff met with the Swim Club to discuss their proposal. Staff agreed to look at a tiered rental rate system 
that would afford them the opportunity to grow the Swim Club, and to develop a successful/sustainable 
base. This proposal will provide the City with a consistent revenue stream, even though there is a 
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reduction to the budget. He said that further discussion is needed with respect to the repayment plan as 
the City’s records show the Swim Club owes significant amount of dollars.  He indicated that the Swim 
Club has agreed to repay the City $14,200 for past use of lane rentals. He said that in July and August 
2006, the Swim Club paid the City $500 per month for a total of $1,000 since discussions. The Swim 
Club has also paid the City $2,000 for August and September and $771 for the purchase of swimsuits. 
 
Mr. Rymer stated that last week, staff met with the Public Safety & Community Services Committee for 
a third time on this issue, and brought forward a definitive plan for discussion. It was his belief the 
Committee is comfortable with the recommended repayment amount of $14,200, but that they were not 
satisfied with what was proposed on the tiered schedule. It was the Committee’s belief the 50 member 
increment was too large, and that there was not enough incentive for the Swim Club to continue to grow; 
resulting in the City receiving more money as the membership grew. He identified the five objectives 
established by the Committee that evening.  The Committee asked staff to move forward with the five 
objectives in continued negotiations.  
 
Mr. Rymer informed the Council that the Swim Club expects to maintain 100 swimmers during the 
winter months, increasing to 125 swimmers in June 2007.  If the Swim Club does not achieve the 125 
member mark, they would immediately need to start repaying the City $500 per month.  He addressed 
the financial plan/fiscal impacts associated with the proposal.  He indicated that staff recommends the 
following: 1) approval of the revised aquatic center rental rates effective August 1, 2006 (tiered lane; 
swim meets @ $1,000, and $5 increase per hour for water polo); and 2) approval of the Swim Club 
repayment plan; authorizing the City Manager to execute a formal contract with the Swim Club. 
 
Council Member Carr stated that the Committee did not make a recommendation, but suggested that 
staff use a set of objectives when speaking to the Swim Club.  He stated that a board member from the 
Swim Club attended the last two meetings held by the Committee; indicating the Committee still had 
some issues that needed to be worked out.  He indicated that the Committee is not coming to the Council 
with a recommendation.  The Committee asked that the Swim Club leadership to provide information on 
what they are doing about their cost controls, and the changes they have made since the time they 
dropped off in membership. The Committee wanted to know what the Swim Club was doing internally 
to turn things around. The Committee wanted the Swim Club to demonstrate that they are not coming to 
the City for a bail out, but are proceeding with significant actions.  He noted that the staff report includes 
an attachment from the Swim Club that addresses their “Actions to Grow the Team” and their 
membership objectives. He stated the Committee wanted to make sure that whatever the repayment plan 
or ongoing arrangement is, that it is based upon ways the City can recuperate its dollars, while at the 
same time, allowing the Swim Club to be successful and providing incentives for their membership to 
grow. Doing so would be beneficial to the City and the community.  He clarified that one of the guiding 
principals is that the Swim Club be successful as it would be a benefit for all youth swimmers. 
 
Council Member Tate confirmed that the Committee did not make a recommendation.  However, the 
Committee implied that it would be supportive should the Swim Club satisfy the five conditions set 
forth. He felt the proposal meets the criteria. He suggested one more criteria be added:  minimize the 
impact on cost recovery.  He was pleased to hear the bottom line is only 3%-4% recovery and would not 
be as large of an impact.  He proposed implementing increments of 10 members, but felt the increments, 
as proposed, works well and addresses the criteria established by the Committee.  
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Mayor Pro Tempore Grzan inquired as to the costs, and whether the City would be subsidizing the Swim 
Club, should the Council go along with the revised plan, as presented. 
 
Mr. Rymer said that in terms of the City’s direct expenses, many are interrelated with other programs.  
He clarified that the City does not incur significant costs by the Swim Club using the Aquatics Center 
because there are other programs taking place. 
 
Mayor Pro Tempore Grzan noted that the revised plan has a projected revenue loss of approximately 
$50,000 annually. He inquired how large the club was at one point.  He noted that there are two swim 
clubs in Morgan Hill: one club utilizes the Aquatics Center and the other utilizes the swimming facility 
at Sobrato High School. He inquired as to the charges for the use of the pool facility at Sobrato High 
School compared to the charges imposed by the City. 
 
Mr. Rymer responded that Sobrato High School charges a lower rate versus the Aquatics Center.  
However, the high school swim facility is not available as frequently as the Aquatics Center facility. 
 
Mayor Kennedy opened the floor to public comment. 
 
Cindy Acevedo thanked the Public Safety and Community Services Committee for meeting with her and 
Swim Club Board members.  She indicated that she is the vice-president of the Morgan Hill Swim Club 
and acting president.  She stated that she has seen this swim club through difficult times and rebound to 
a growing/happy team.  It was her belief that the membership as of last August reached a high of 113 
members. She said that in working with staff, they have demonstrated that since May and June, they 
have grown the team; almost doubling the team to a healthy level that they can afford the proposed rates 
presented. In March, she made a proposal that was based on a lane per hour usage. She spoke with the 
Aquatics Center staff and agreed that this could be a time consuming situation. Thus, the reason they 
have come before the Council with a monthly rate proposal versus a per lane per hour proposal. In 
looking at the high school site, they may have lower rates; but the Swim Club would be at the mercy of 
the hours available. She indicated that the Swim Club does not want to swim anywhere else as the 
Aquatics Center meets their needs. She stated that the Swim Club is committed to further growing the 
team.   
 
Mayor Kennedy inquired whether there is an effort to try and merge the Morgan Hill Swim Club and the 
El Toro Swim Club.  He understands that parents/swimmers prefer choices, as well as having the ability 
to choose their coaches. 
 
Ms. Acevedo indicated that there is no animosity between the two teams. However, there has not been 
an effort made to merge the two teams.  As a Board Member of the Morgan Hill Swim Club, she stated 
that she has a code of ethics that she cannot directly solicit the merger.  She indicated that she does not 
serve on the Aquatics Foundation Board, but that her husband is the president of the Aquatics 
Foundation. In response to Mayor Pro Tempore Grzan’s question, she indicated that the Swim Club was 
once well over 200 swimmers when the Swim Club was using Live Oak High School’s facility, and 
prior to using the Aquatics Center. This number includes swimmers and the summer swim lesson 
program. She clarified that there has always been two swim clubs in the community. However, her club 
represents Morgan Hill while the other swim club represents San Jose, and is a part of the Silicon Valley 
Aquatics Association. It was her understanding that the El Toro Swim Club is a subsidiary or satellite 
training facility for this Association. 
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John Rick referred to the last two paragraphs having to do with policy issues as contained in the staff 
report.  He noted the first issue raised is whether the Aquatics Center is to be operated on a year round 
basis if it cannot meet its financial obligation. It was his belief the Aquatics Center needs to meet its 
financial obligation, and that every effort should be made to cover as much of the operating costs as 
possible. However, at 75% the City still exceeds state and local averages. He did not know if the City 
would ever achieve 100% cost recovery, but that there are opportunities out there. He stated that he has 
been advocating having the City operate a swim team since the facility opened.  It was his belief this 
would be the best alternative, but may not meet the immediate issue at hand. He felt that a municipal 
swim club would best serve the aquatics community and the Aquatics Center. He requested the Council 
ask staff to evaluate this option within a 90-day period. He said that other municipalities operate 
successful swim programs/teams (e.g., City of Commerce, City of Milpitas).  
 
No further comments were offered. 
 
Mayor Pro Tempore Grzan stated that when the Aquatics Center was brought to the Council for 
consideration, it was stated that the Center would break even, or make money. He noted that it has not, 
and that he did not believe any program associated with the Aquatics Center would make money, break 
even, or recover the costs associated with its operation. He recommended the Council take a look at 
what it would cost to create a municipal swim team, and look at the numbers that would be necessary to 
make the Aquatics Center more cost effective to operate. Regarding this evening’s proposal, he felt the 
group is working hard and trying to achieve their objectives. However, he did not believe the Swim Club 
would meet its objectives, and will need City assistance; noting that it has always needed the City’s 
assistance. He felt a great goal was identified in trying to achieve cost recovery, but that he does not 
know of any local aquatics program that makes money, or brings in enough money to offset all costs. He 
stated that he would approve staff’s recommended actions this evening, but asked staff to go back and 
take a look at what it would cost; including the advantages for the City, to create a municipal swim team 
in Morgan Hill. 
 
Council Member Tate did not object to the suggestion of investigating the feasibility of creating a 
municipal swim team. He said that the Public Safety & Community Services Committee discussed a 
municipal swim team, but decided to discuss/resolve the current situation. He noted that there are 
several policy issues associated with a municipal swim team. He felt the Committee needs to continue 
working with staff to see if a workplan can be developed toward this end; involving the Parks & 
Recreation Commission as part of the group looking into the feasibility of a municipal swim team. This 
group needs to understand the issues and the scope of this effort. He noted the City has limited staff 
resources, and the Council needs to make sure that staff completes their regular assignments at the same 
time they are looking at other opportunities. It may be that investigating the feasibility of a municipal 
swim club may not be accomplished within 3 months. He supported investigating the feasibility of a 
municipal swim club and come to a conclusion. However, he recommended the Council allow the 
Committee to study this issue a little longer. 
 
Mayor Kennedy noted that staff recommends: 1) approval of the aquatics center lane rental rates 
effective August 1, 2006; and 2) approval of the Morgan Hill Swim Club repayment plan; authorizing 
the City Manager to execute a contract. He stated that he supports the first action. He inquired as to the 
timing of negotiating a contract, and the timing to investigate a municipal swim team. 
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City Manager Tewes stated that the development of a contract would be straight forward and would not 
require a lot of staff resource. Staff would be prepared to come forward with a contract within 30 days or 
so. He indicated that the contract could be drafted in such a way that it has “out” clauses in the event the 
Council decides to move forward with a municipal swim team. He said that from time to time, staff has 
conducted the preliminary review of creating/running a municipal swim club.  Staff understands it is 
possible to run a municipal swim club, and that it is an option. However, staff is not prepared to suggest 
that it is a solution. He felt that a municipal swim club needs to be evaluated very carefully. He informed 
the Council that staff’s research to date suggests that it must be approached carefully and appropriately. 
He said that there are many examples of successes as there are failures in running a municipal swim 
team. If it is the Council’s desire that staff pursue the feasibility of a municipal swim team, he 
recommended that staff be asked to return, following review by the Committee, with a proposed 
workplan that would specifically identify the scope of the study and the schedule to be conducted. Staff 
would also return to the Council; identifying the items it would not be able to do, should the study be 
pursued, so that the Council is fully informed of the impacts on staff resources. 
 
City Manager Tewes noted there was discussion about cost recovery. He said that those Council 
Members who were on the Council at the time of the award of contract for the Aquatics Center know 
that it was never proposed that the Aquatics Center would be 100% cost recovery.  The Council 
reviewed a series of operating plans to which none were identified to achieve 100% cost recovery.  The 
Council made a number of capital expenditure decisions about the scope of the project that adversely 
affected cost recovery. He felt it important to remind the Council that at no time was the Aquatics 
Center promised or designed to be 100% cost recovery. 
 
Council Member Carr said that as the Council moves forward with some assumptions relating to the 
success of the Aquatics Foundation and how it would work. Apparently, the Aquatics Foundation has 
not been as successful as many thought it would be in helping to offset some of the costs. In looking at 
the repayment plan and the rates being proposed, he felt the Swim Club has put forward a good faith 
effort in opening up their books, and trying to make payments for the use of the facility this summer. 
Appreciated was the purchase of the swimsuits and covering the costs for the two swim meets held. He 
felt this is worth something to the Council in moving forward this evening. He stated that the idea of 
including a 50 meter pool was to help support swim clubs in Morgan Hill, and help support the sport of 
swimming; growing this for the community’s youth. He stated that he was not opposed to exploring the 
idea of a municipal swim club. However, he does not know if this would be to the exclusion of either of 
the two existing clubs in Morgan Hill. This is one of the items that needs to be discussed. He noted that 
the Parks & Recreation Commission has presented a workplan for Council consideration. He 
recommended the Council ask this Commission if they have the capacity to study the feasibility of a 
municipal swim team. Perhaps, the Commission can assist the Council in identifying some of the issues 
while the Committee looks at some policy recommendations. He did not believe it was as simple as 
stating the Council supports running a municipal club as the City needs to figure out issues associated 
with such a proposal. However, it was his belief the Council should consider how this would fit in with 
the other work items it has asked staff to do, and with what the Parks & Recreation Commission is 
doing.  
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Mayor Kennedy thanked the Public Safety & Community Services Committee for working with the 
Swim Club.  He inquired as to the role of the Parks & Recreation Commission. He noted that there have 
been times where the Council has asked this Commission to take on responsibilities.  He inquired as to 
staff’s recommendation in working with this Commission to ensure that no mistakes are made. 
 
City Manager Tewes suggested the Council give staff the opportunity to develop a workplan that 
includes the scope of work and schedule. The workplan could identify the roles of the Council 
Committee and the Parks & Recreation Commission.  It was his belief the Council wants to use its 
citizen advisory committees; asking them to do things they can do, and not ask them to do things they 
would struggle with. 
 
Mayor Pro Tempore Grzan indicated that during the visioning process, projects were brought forward to 
the community. He said that there was little discussion about the maintenance and cost to operate the 
facilities.  The Council will hear, from time to time, that these facilities would achieve full cost recovery 
and achieve 100% maintenance costs. There are a number of individuals in the public who advocate that 
these facilities would achieve cost recovery, and have brought proposals/provided information on how 
full cost recovery could be achieved.  He clarified that it was stated that the City would do whatever it 
could to achieve cost recovery. He felt this was an unrealistic goal because there were many examples, 
from surrounding communities, that these types of facilities do not achieve full cost recovery. He did not 
believe the new Centennial Recreation Center would achieve full cost recovery. He recommended the 
City be prepared to identify how it is to fund and support its facilities.  He did not believe the City 
should make the public pay by raising fees for memberships, but to find economic development that 
supports these programs in order to make programs affordable to the community; allowing as many 
individuals to utilize these facilities. He recommended the City continue to try and achieve cost 
recovery; looking at a different way to recover costs, and support these programs. 
 
Action: On a motion by Council Member Tate and seconded by Council Member Carr, the City 

Council, on a 4-0 vote with Council Member Sellers absent: 1) Approved the Proposed 
Aquatic Center Lane Rental Rates Effective August 1, 2006; 2) Approved the Morgan 
Hill Swim Club Repayment Plan and Authorized the City Manger to Execute a Contract; 
Subject to Review and Approval by the City Attorney; and 3) Directed staff to look at the 
feasibility of a City sponsored swim team; returning to the Council with a plan.  

 
7. WATER RATES 
 
City Manager Tewes indicated that in 2004, the Council adopted a resolution that established a water 
rate increase schedule based upon a comprehensive rate review. This resolution also established 
scheduled rate increases of two kinds:  1) a base rate for water of 2% each January, and 2) a special 
surcharge of 5% to come into affect each January to cover the cost of dealing with the perchlorate 
contamination that impacts several of the important wells that deliver water to the community. However, 
the resolution requires the Finance Director to annually prepare a report as to whether the rate increase is 
needed to meet current operating costs, and to meet the Council’s goal for the reserve levels in the 
various water funds; looking four years into the future. If it was in the judgment of the Finance Director 
that the proposed increases were not necessary, he would report this to the Council. The Council would 
then take action to keep the scheduled rate increase from taking place. 
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City Manager Tewes indicated that there are two schedules contained in the staff report that identifies 
the Finance Director’s analysis of the need for the 2% and 5% increases. He informed the Council that 
the Finance Director has concluded that the 2% and 5% increases are necessary to go into effect January 
1, 2007 in light of information provided to the Council elsewhere on the Council agenda regarding the 
detection of perchlorate in another municipal well. He informed the Council that the San Pedro well has, 
for the first time, had readings of 4 parts per billion (ppb) of perchlorate. Once this reading was found, 
staff immediately took the well off line. He indicated that the Council has a policy in place that should 
any wells reach 4ppb, staff is to order and install an ion exchange treatment plant in order to treat and 
remove the perchlorate before delivering this water to its residents. He indicated that the well can remain 
off line because there is a decrease in demand for water this time of year.  However, next summer, the 
City will have its peak demand for water and the water supply from the San Pedro well be necessary. 
Staff would begin to order the ion exchange treatment at that time. The cost of this treatment will need 
to be recovered from the perchlorate surcharge. He clarified that the Finance Director has concluded that 
the 2% increase should go into affect for the base rate and that the 5% rate should go into affect to treat 
the perchlorate. He indicated that the Utilities & Environment Committee has reviewed this issue, and 
will have a recommendation for the Council on this important issue. 
 
City Manager Tewes reminded the Council that in making its commitment to move forward with the 
perchlorate costs, and the perchlorate surcharge, the Council directed staff to make sure that it took all 
efforts to seek recovery of these costs from Olin Corporation, the responsible party, or from any other 
source(s). Once revenues are received from these recoveries, the City would credit its rate payers in the 
surcharge. He noted the City has not had significant recovery of these costs since the surcharge went 
into affect in 2004. In light of the Council’s policy to treat the San Pedro well, he and the Public Works 
Director are beginning efforts to see if they can find other sources to pay for these costs rather than 
having the City’s rate payers pay for these costs. It is staff’s belief that these costs would be eligible 
costs under a grant from the federal government that the Santa Clara Valley Water District has received. 
There are certain conditions necessary to qualify for this grant such as implementing new technology 
and be replicable. The new program would be a demonstration for other treatment systems. It is staff’s 
belief that it can fashion a proposal for Water District review that may be worthy of support.  
 
Mayor Pro Tempore Grzan indicated that the City is doing everything it can to treat and remove as much 
perchlorate from the water. He stated that the Utilities & Environment Committee received information 
that there is new technology available, and that the City may be eligible for funding from other sources 
to support the costs of treating the San Pedro well in compliance with the City’s standards as it relates to 
perchlorate. He indicated that the Committee proposes the Council extend the cost recovery losses. 
 
City Manager Tewes clarified that it is the Committee’s recommendation the Council not move forward 
with the additional 5% perchlorate surcharge, but to seek outside funding source(s) for the San Pedro 
Well.  He indicated that the California Department of Health Services has announced a proposed 
maximum contamination level of 6 ppb for the chemical perchlorate. He indicated that this agency will 
be conducting a public hearing in Sacramento at the end of October with an expectation that in 
November, there would be a formal adoption of the maximum contaminant level. He noted that the City 
is regulated by the Department of Health Services, and that the City reports annually to its customers on 
how the City measures up with the regulations imposed for the various contaminants in drinking water. 
Therefore, the City would need to comply with whatever regulations are adopted. 
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Mayor Kennedy noted that Mayor Pro Tempore Grzan, Chair of the Utilities & Environment 
Committee, is recommending the Council not increase the perchlorate surcharge and to wait for the 
actions that are coming up soon.  
 
Mayor Pro Tempore Grzan requested the City Manager address the decision the Water Board will be 
making in February. 
 
City Manager Tewes stated that the California Department of Health Services regulates the City as a 
public water supply agency.  The Water Quality Control Board has the responsibility for ensuring the 
quality of water resources in the state; both surface water and ground water.  He indicated that the State 
has a policy that states that whenever a responsible party contaminates the ground water or surface water 
supply, it is the responsibility of the polluter to clean up the water supply. In Morgan Hill’s instance, the 
issue is cleaning up a larger ground water basin from which the City draws its municipal wells. He 
stated that the basin clean up level is established by state level. He indicated that the City does not know 
the “background level,” the level of contaminant prior to the introduction of perchlorate by Olin 
Corporation. Although the City does not know the background level, it believes it is significantly less 
than 4ppb.  He stated that staff has urged the Regional Board to adopt the appropriate regulatory orders 
that would direct Olin Corporation to clean up the ground water basin to levels significantly lower than 
4ppb. He indicated that at its most recent meeting, the Regional Board indicated its intent to make this 
order at its next meeting. 
 
Mayor Pro Tempore Grzan stated that the responsible party, Olin Corporation, will be required to return 
the water basin to background level, the level prior to contamination. He said the City is waiting for the 
Regional Board to come to a decision, and outline a clean up plan. He indicated that the Regional Board 
is lagging in this area. He said that it is in the best interest of every Morgan Hill resident to write to the 
Regional Water Control Board regarding this situation; prompting them to hold Olin Corporation 
accountable, and to require that they return the water supply to the background level. As Olin is the 
responsible party, it was his belief that they should pay for the cleanup.      
 
Mayor Kennedy identified three upcoming actions:  1) the State Department of Health Services action; 
2) Grant funding; and 3) the Regional Water Quality Control Board meeting to be held in February 2007 
to determine that the entire Llagas Basin is one basin. This decision will affect what Olin will be 
required to do. He said that the Committee is recommending the 5% increase not take place in January, 
but be deferred until the City has more information. 
 
Council Member Tate inquired whether it is being recommended the City postpone proceeding with the 
ion exchange treatment at the San Pedro Well. 
 
City Manager Tewes clarified that the grant is a demonstration grant for new technology. In preliminary 
conversation with the technical staff at the Water District, they suggest that there are vendors proposing 
alternative technologies. If the City moves quickly, a new treatment could be in place next summer. He 
noted that it is the Council’s policy that directs staff to treat wells at 4ppb. He said that a maximum 
contaminant level is being proposed at 6ppb. Should the Council decide not to treat at a level more 
aggressively than the State requires, the City would not have these costs. If the City treats the well and 
the City does not receive outside revenues, the City would be delaying the need for the increase in the 
surcharge to a later date. The increase may need to be raised to a higher level to recover the treatment 
costs.  
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Mayor Pro Tempore Grzan clarified that the Committee is recommending the City treat the water at the 
San Pedro well; looking at new technology. Further, that the perchlorate surcharge not be raised at this 
time with the hope that the City will be successful in obtaining grants. 
 
City Manager Tewes said that should the City proceed with the expense, but does not receive the grant 
funding, the City would need to increase the surcharge rate to a higher level for several years in order to 
recover costs. 
 
Council Member Carr thanked the Committee for its significant amount of work on the technical issues 
and for its recommendation. He inquired whether it would be appropriate to ask the Committee to go 
back and take a look at its recommendation to determine if there is a point where it is no longer a 
feasible recommendation. He recommended the Committee examine the steps that would be necessary 
should the City not receive the grant funding.   
 
Mayor Kennedy opened the floor to public comment. 
 
Dennis Delisle inquired whether the City would be covered, legally, should the City raise its perchlorate 
level to 6ppb; consistent with the State recommendation of 6ppb. 
 
City Attorney Kern said that should the Department of Health establish a rate of delivery at 6ppb, the 
City’s obligation would be to deliver water at 6ppb or less. She indicated that the current rate is 4ppb. 
Arguably, the City would not need to provide treatment if the State raises the level to 6ppb.  
 
City Manager Tewes indicated that the City’s obligation is to meet the maximum contaminate level.  
Staff believes the City is legally covered, and has the ability to treat and deliver water of a higher 
quality. The issue of rates is the responsibility of the Council; noting the Council can raise the rates to 
achieve policy objectives. He indicated that it is the Council’s current policy to treat any wells at 4ppb. 
In establishing this goal, the Council had an abundance of caution and a margin of safety in light of 
different standards being debated throughout the country. He said that the City is required to notify its 
customers in the event the water is being delivered at 6ppb or greater. However, the City is not required 
to limit the contaminate level to 6ppb at this time, but that this level is about to be approved.   
 
No further comments were offered. 
 
Council Member Tate noted that the recommendation before the Council is to take no action, allowing 
the rate/surcharge increases to take effect.  He noted that the Utilities & Environment Committee is 
recommending the City not implement the 5% perchlorate surcharge increase at this time. He suggested 
the Committee’s recommendation be modified to stipulate the situation is to be monitored. 
 
Mayor Pro Tempore Grzan stated that he did not support moving forward with a 5% increase at this 
time, but would agree to having the Committee look at what would happen should the City not be 
successful in receiving a grant; determining what the rate should be at that time. 
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City Attorney Kern clarified that the adopted resolution automatically authorizes the rate increase to 
become effective January 1, 2007. Should the Council not want the rate increase to occur, it would have 
to take action to eliminate the increase. 
 
Council Member Carr clarified that his recommendation is to monitor, as well as to return to the Council 
with a recommendation that identifies the point where the rate increase (and to what percentage) would 
be implemented should the City fail to receive federal grant funding.  
 
City Manager Tewes confirmed that it would be possible for the Council to take subsequent action with 
the additional rate increase. He wanted the Council to be mindful that the City would have to follow 
certain procedural steps such as required advance notice, and an opportunity for public hearing before 
the rate increase can go into effect. 
 
Action: On a motion by Council Member Carr and seconded by Mayor Pro Tempore Grzan, the 

City Council, on a 4-0 vote with Council Member Sellers absent:  1) Agreed not proceed 
with the 5% scheduled increase; and 2) The Utilities and Environment Committee is to 
return to the Council prior to January 1, 2007 with a plan on what the Council will do 
should the City not be successful in receiving federal grant monies. 

 
8. WILDLIFE SCULPTURE TRAIL ALONG LITTLE LLAGAS CREEK 
 
Mayor Pro Tempore Grzan introduced the idea of a wildlife sculpture trail along Little Llagas Creek. He 
indicated that when he first came to the community in 1994, he was enamored with Morgan Hill’s 
natural features; noting that they still surround the community. He felt the idea of a wildlife sculpture 
trail along Little Llagas Creek would be a celebration of the community/open space.  It was his belief 
that the amenities are everything the community holds dear, and the reasons individuals chose to 
relocate to Morgan Hill. He felt that the restoration of the Little Llagas Creek, with the inclusion of a 
wildlife sculpture trail, would be a wonderful decision the City could make.  He felt that Little Llagas 
Creek would be appropriate for a linear park trail that can be used by skaters, bicycle riders, and 
walkers. A linear park has a great potential as a recreational opportunity for the City and the community. 
He noted that within the next two months, two incredible sculptures would be unveiled; the first 
unveiling to occur in October with the Liberty Sculpture of a bob cat by artist Evelyn Davis; followed by 
the unveiling of the “Waiting for the Train” sculpture by Marlene Amerian in the downtown. It was his 
belief that these are the inspirational pieces that would help the City bring culture to the community, 
would enhance the restoration of the creek into a natural setting, and build a linear park along the entire 
area.  He indicated that the concept of a sculpture trail is not new as many cities have done the same. He 
indicated that part of the presentation would identify how costs can be recovered. 
 
Mayor Kennedy opened the floor to public comment. 
 
Evelyn Davis indicated that she is a wildlife rehabilitator with the Wildlife Educational Rehabilitation 
Center (WERC), and is also a member of the local art guild.  A power point presentation was presented 
on a Morgan Hill Wildlife Sculpture Trail; including potential funding sources (e.g. designating a 
percentage of construction costs for art programs from developers, and/or capital improvement projects).  
 



City of Morgan Hill 
Joint Regular City Council and 
Regular Redevelopment Agency Meeting 
Minutes – September 27, 2006  
Page - 14 – 
____________________________________________________________________________________ 
City Manager Tewes indicated that the Council has appointed a steering committee to develop a bicycle 
trails and master plan. In the presentation to the other advisory commissions, these commissions have 
adopted motions suggesting that the concept of a sculpture trail be included in their work as they 
develop the formal trails master plan that will undergo environmental review.  He noted that many of the 
slides suggest ways that such projects can be financed. He indicated that the Council will learn next 
week, from the Library, Culture & Arts Commission, that their work plan includes reviewing policies 
regarding public art. This Commission will also evaluate such things as developer requirements, or a 
percentage of construction cost to be devoted to public art. 
  
Teresa Stephenson stated her support of the sculpture trail. She felt this to be a wonderful opportunity to 
do something unique in the City, and will be a lasting asset to the community. She indicated that she 
works for WERC, and that she educates individuals about the wildlife in the area; including how to co-
exist with them. 
 
Marlene Amerian indicated that she is the artist for the “Waiting for the Train” sculpture piece to be 
located at the train station.  She stated that she and Ms. Anderson have strong feelings about the 
sculpture trail project.  It will be an educational/recreational project, and will integrate the beauty of the 
City with a recreational trail and all its assets. She said that she is an advocate for the project, and that 
she would make herself available to assist with the function of the trail; stating her support of the 
wildlife sculpture trail along Little Llagas Creek. 
 
No further comments were offered. 
 
Action: Council Member Tate made a motion,  seconded by Mayor Pro Tempore Grzan, to: 1) 

Refer the Item to the Trails Master Plan Steering Committee to be Considered for 
Inclusion in the City of Morgan Hill’s Trails Master Plan; and 2) Endorse the concept of 
a Wildlife Sculpture Trail along Little Llagas Creek.  

 
Council Member Carr felt this was a great idea and supports the wildlife sculpture trail concept. He said 
that the good work performed by the WERC group has been demonstrated by the annual success of their 
display at the Taste of Morgan Hill. He expressed concern about the Council prejudging a project if it is 
asking its citizen committee to perform work. He understands that the Bicycle, Trails & Advisory 
Committee and others have endorsed the project.  He thanked Mayor Pro Tempore Grzan for the work 
he is doing toward this effort. He noted that City Manager Tewes indicated that the Trails Master Plan 
Steering Committee is requesting that this be included in the Trail Master Plan. He recommended the 
Steering Committee return to the Council; advising it as to what will be included in the Master Plan, 
rather than the Council dictating what should be in the Plan. He stated that Council Member Tate and he, 
through the Public Safety & Community Services Committee had the opportunity to speak with the 
Library, Culture & Arts Commission last week about their work plan; including Council consideration 
of policies reviewed a couple of years ago regarding ways to fund public art. While he fully supports 
asking the committees to return to the Council on how the City would include a wildlife sculpture trail 
within the Master Plan, he did not want to set a precedent in dictating to the committee what they should 
do prior to completing their discussions. 
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Mayor Pro Tempore Grzan felt the Council was still leaving it up to the committee as to what this means 
even though the Council endorses the concept. He said the concept is a moveable/dynamic thing. By a 
good faith endorsement, it would provide Council support in whatever form the concept is presented; 
providing flexibility. 
 
Mayor Kennedy recommended the motion be split into two separate actions based on the concern 
expressed by Council Member Carr. 
 
Council Member Tate indicated that he accepted an amendment to approve the project in concept. He 
agreed with Mayor Pro Tempore Grzan that the Council is not approving a specific project at this point 
in time.  He stated his support of the amended motion. 
 
Mayor Kennedy stated that he supports the amended motion of endorsing the project as it is important 
for the Council’s committees-commissions to understand the Council’s objectives, in concept. 
  
Vote:  The motion carried 4-0 with Council Member Sellers absent. 
 
9. PERCHLORATE UPDATE 
 
Director of Public Works Ashcraft informed the Council that after several years of having levels less 
than 4 parts per billion (ppb), staff recently found that the San Pedro Well is producing perchlorate 
above 4 ppb. If the City proceeds with a proven technology, and commences with treatment by February 
1, 2007, the City will have time to get the well on line by May 1, 2007.  If authorized by the Council, 
staff would like to proceed with a grant for a new ion exchange technology. It is staff’s belief that the 
new ion technology would be funded with a Santa Clara Valley Water District grant. However, it is not 
known if the City would be successful in obtaining the grant and move forward with the project; getting 
the well on line by May 1, 2007.  He said that there are a lot of hurdles to go through in obtaining an 
EPA grant as the Water District has just learned there are forensic and other studies that are being 
funded by this grant. Before the City operates the new technology plant, the City would need a permit 
from the State of California, Department of Health Services. He indicated that staff would report to the 
Council, prior to January 2007, advising the Council what it should do if the City is not successful in 
securing a grant. However, by February 1, 2007, the Council will need to make a decision regarding 
pursuing the grant, proceed with a conventional treatment plant, or pursue another type of economic 
recovery. He said that it could be possible that the levels of perchlorate may drop in the next 3-4 months. 
He stated that staff would continue to monitor the wells, on a monthly basis, and report to the Utilities & 
Environment Committee; returning to the Council before January 1, 2007 on what the City could do if it 
is not successful in being awarded the grant.    
 
Council Member Carr inquired whether it would be to the City’s advantage to continue pumping water 
from the San Pedro well; not placing the water into the City’s drinking water system.  Perhaps, the water 
could be used to irrigate the soccer fields, or something like this, to help pull some of the perchlorate out 
of the aquifers. 
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Mr. Ashcraft said that staff has not seen any reduction in perchlorate based upon the City pumping 
water. Staff believes the perchlorate is wide spread in the large basin, and that it would take years of 
pumping small amounts of perchlorate out before you see a reduction in the amount of perchlorate. He 
indicated that there has been some perchlorate removal at the southerly plume by private wells that are 
not being used for domestic purposes and are being used for irrigation purposes. The volume of water 
produced by this well would require irrigating the soccer fields 24-7 to use all of the water. 
 
Mayor Kennedy recollected that the perchlorate levels were higher in the late summer months; 
particularly in the northeast flow, where there was less influence as a result of rain. 
 
Mr. Ashcraft said that during the first couple of years, the City tested for perchlorate, there was some 
correlation to rising perchlorate levels in the winter months. He said that it is hard to draw conclusions 
between perchlorate and the rising water levels.  He noted the perchlorate found seems to come from the 
deep aquifers, and that recharge/rainfall affects shallow aquifers. He indicated that perchlorate has 
varied by 1-2ppb over the past 3-4 years.    
  
Mayor Kennedy requested that staff investigate/perform additional testing to determine if there is a 
tendency to have higher perchlorate levels in the summer months; also with respect to the northeast 
wells.  He noted that the San Pedro well is located on the soccer complex site; one of the higher users of 
water in the Morgan Hill area. 
 
Mr. Ashcraft indicated that a private agricultural well located on the soccer field is owned by the City 
and that the City allows the soccer users to irrigate the soccer fields. He said that staff tests the well once 
a year over the last four years, and that it tested 4ppb.  Staff has not tested this well recently; noting that 
the water is only used for irrigation.  
 
City Manager Tewes indicated that staff will continue to test and develop as many data points as 
possible.  He said that during the last six months, staff believes it has confirmed the City’s case by 
looking at the aquifers in three dimensions; including looking at the deep aquifers. He stated that for the 
first time, Olin has been required to test the deep aquifers.  He said that test wells located 3,000 feet 
north of the site and in the deep aquifers, have tested in excess of 4ppb.  He noted that all of the City’s 
municipal supply wells are in deep aquifers. He stated that Olin has argued, all along, that based on test 
results, the intermediate and upper levels could not have been contaminated by them. He clarified that 
this is not significant to the City as it is the deep aquifers that are important to the City. 
 
Mayor Kennedy indicated that the letter from the Regional Water Quality Control Board to Olin 
Corporation, dated September 25, 2006, is disturbing. He noted the letter states they are rescinding their 
December 8, 2004 order that requires Olin to investigate a northeast flow. 
 
City Manager Tewes stated that the letter is confusing, on its face, and leads to the wrong conclusion(s); 
noting that it is a technical matter with respect to the state of the record of their regulatory prospect. The 
letter does not leave the impression that the Board has let Olin off the hook. Staff has been assured that 
this is not the Board’s intention. 
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Mr. Ashcraft informed the Council that on Friday, staff had a conversation with a Regional Board staff 
member and their attorney. After he read the letter, he came to the conclusion that it was not a well 
written letter. Therefore, he contacted the Regional Board staff member in charge. The staff member 
sent him a long e-mail clarifying that the letter was not being interpreted the way it was meant to be.  It 
was clarified that the letter from the Board did two things:  1) they issued an order to Olin that they drill 
some northeast monitoring wells; and 2) conduct a forensic study. He indicated that Olin immediately 
objected to the forensic study, and filed a petition with the State to challenge this order.  He said the 
letter states that the Board is prepared to perform the forensic study if Olin would agree to drill the 
northeast wells. He noted that Olin agreed to drill the northeast wells; sampling them on a quarterly 
basis; except for the last quarter.  The only item not completed was the forensic test.  
 
City Attorney Kern indicated that a conference call is scheduled with the Regional Board counsel and 
their staff on Friday to review the letter. It was her understanding that there are a number of different 
orders the Regional Board issues. This is not a clean up and abatement order, but a technical order to 
perform testing.  It is the Regional Board staff’s belief this particular piece of work had been covered by 
Olin.  She did not believe it was the clean up and abatement order that is being rescinding, but a minor 
order that is being rescinded. Staff will confirm this to be the case. 
 
Mayor Kennedy read the letter from the Regional Water Quality Control Board, and expressed concern 
that the letter focuses on the forensic investigation. He felt the letter diverts attention from the real 
problem which is that Olin Corporation is the responsible contaminator. He said that the forensic 
investigation will take several years to complete; in the meantime, Olin is off the hook. 
 
City Manager Tewes did not believe the letter takes Olin off the hook, but that the letter relates to a 
technical matter related to a specific order issued by the Regional Water Quality Control Board relating 
to the forensic study. He said that staff will try to get the Regional Water Quality Control Board to 
correct the letter. 
 
Mayor Kennedy indicated that the forensic study is a complete evaluation of the entire region in trying 
to determine sources of contamination caused by the use of bleach in mushroom facilities. He said that 
the amount of contaminant due to these forces are minuscule compared to the amount of perchlorate 
Olin allowed to get disbursed on site, in the ground, and in the ground water at the Olin manufacturing 
facility. He felt that the forensic work is inappropriate, a red herring, and will delay the ultimate 
resolution.   
 
Mayor Kennedy opened the floor to public comment.  No comments were offered. 
 
Mayor Kennedy noted that this is an informational item, and that the Utilities and Environment 
Committee, City Manager/staff, and he will continue to monitor the perchlorate situation; working 
toward getting this issue addressed.  
 
Action: No action taken.   
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FUTURE COUNCIL-INITIATED AGENDA ITEMS 
 
No items were identified. 
 
ADJOURNMENT 
 
There being no further business, Mayor/Chairman Kennedy adjourned the meeting at 9:24 p.m.  
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___________________________________________________ 
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